This study is aimed to analyze the comparative performance management of different industrial between firms' aggressive investing policies and conservative financing policies. It is concluded that length of CCC has negative relationship with sales revenue, return on equity (ROE) and financing policies of the firms and has positive relationship with total assets, return on assets
INTRODUCTION
The working capital management was traditionally a less focused topic in financial management literature. The focus of research is particularly on examining investments, capital structure, dividends or company valuation decisions, risk and return, among other topics. However, current assets and liabilities are important components of total assets and play a crucial role in success of a firm. Working Capital Management, also referred as liquidity management demands a careful attention since it plays a three dimensional role in firms profitability, risk, and its value (Smith, 1980) . In a typical manufacturing company currents assets accounts for over half of its total assets, and accounts for even more in a distribution company. An excessive level of current assets leads to idle funds, non-profitable for business, poor ROI, and Credit worthiness suffers on one hand and due to low rate of return on investments, the market value of shares may fall on other hand. However, firms having too few current assets may have to find external financing to pay of its short term debts, and may find difficulties in maintaining smooth operations.
There are two basic ways to assess the working capital management of firms, one is by following balance sheet concept and studying current assets and current liabilities; the other is to approach the concept of working capital management from point of view of Cash Conversion Cycle (CCC). The CCC measures the number of days between actual cash expenditures on purchase of raw materials and actual cash receipts from the sale of products or services (Eljelly, 2004) . The traditional balance sheet measures of liquidity as Current Ratio and quick ratio are useful to analyze liquidity but CCC in a dynamic measure of ongoing liquidity management that uses both balance sheet as well as income statement data combined with time dimension (Jose et al., 1996) .
The length of CCC differs from one firm to another and from one industry to another. To measure the performance of CCC and to assess improvement opportunities firms not only analyze its own CCC but also consider the industry benchmarks (Hutchison et al., 2007) .
A firm may use aggressive working capital financing policy with a high level of current liabilities as percentage of total liabilities and owner's equity; moreover, an aggressive working capital management policy may also be used by employing a low level of current assets as a percentage of total assets. Current assets are considered an important and crucial component of total assets of a firm. Investment in fixed assets is reduced by leasing or renting plant, buildings, transportation equipment, and machinery but this type of policy cannot work to finance working capital.
The impact of length of CCC and working capital policies is highly important; however, less empirical research has been carried out to examine the relationship between Length of CCC and working capital policies and their relationship with profitability and size of firm in Pakistan. This study contributes to better understanding of the length of the CCC of Pakistani manufacturing and merchandising companies listed on Karachi Stock Exchange (KSE). Also, the study provides an empirical evaluation of the relationship among aggressive and conservative working capital investment and financing polices and there relation with CCC, firm size, and profitability.
Following are the main objectives of the present study:
• To investigate whether there is significant difference across industries with respect to length of CCC, and working capital policies.
• To analyze the relationship of between working capital policies among firms and see whether an aggressive policy go together with aggressive financing policy.
• To analyze the relationship of working capital policies with length of CCC.
• To analyze the relationship of working capital policies and length of CCC with firms profitability and size.
LITERATURE REVIEW
Management of Working capital is crucial for all businesses, no matter what the size of the firm is and the industry in which it operates. Because, it means managing the assets and liabilities in such a way so that firm has no difficulty in paying off its short term debts. So, if any firm fails to manage its working capital properly it needs additional funds to pay off its short term liabilities and those additional funds must have some cost associated with them. So, it is concluded from above discussion that liquidity management is as important as profitability for an ongoing concern.
In finance literature the researchers approaches Working Capital management from two distinct aspects: static or dynamic views (Moss and Stine, 1993; Lancaster et al., 1999; and Farris and Hutchison, 2002) . The static view of Liquidity analysis measures liquidity at a given point in time, on the contrary ongoing liquidity of firms operations is measured by dynamic view. As a dynamic measure of liquidity Cash Conversion cycle is used that measure cash outflow and cash inflow in days for a given period of time. Using static view researchers used traditional ratios calculated from balance sheet e.g. current and quick ratio and analyzed the working capital management and financing policies. In a study on retail firms by Moss and Stine (1993) showed that the firm size has a significant negative relationship with CCC i.e. larger the size of the firm shorter the CCC and vice versa. They also found a significant positive relation between length of the CCC and current and quick ratios. In another study conducted on non-financial firms of Istanbul Stock Exchange (ISE) by Uyar A. (2009) found a significant negative relationship between the length of CCC and firm size and its profitability. A significant negative relationship between the profitability and length of CCC was found in empirical studies conducted to examine the liquidity profitability tradeoff (Jose et al. 1996; Eljelly, 2004; Sen and Oruc, 2009 ). Another study on 22 thousand public limited firms by Hutchison et al. (2007) showed a positive relation between shorter CCC and higher profitability.
In study conducted by Khan, Hijazi, and Kamal (2006) on Pakistani listed companies found that firm's profitability is negatively related to days inventory outstanding, days payable outstanding and CCC. Shah and Sana (2006) found a significant negative relation between CCC and gross profit margin in their study on the impact of working capital on profitability in Pakistani Oil & gas sector.
The other issue studied in this paper is the relative aggressiveness in the policies of working capital management. Weinraub and Visscher (1998) studies t10 different industry groups over a 10 year time period to examine the relative relationship between aggressive and conservative working capital practices. Results show that there is a significant difference among industries with respect to aggressiveness of working capital management policies. The interesting finding of the study is that there is a significant negative correlation among current asset investment and financing policies. Relatively aggressive current assets financing policy is balanced with a relatively conservative working capital financial policy. The conservative working capital policies are found to be associated with lower levels of risk and return and vice versa (Carpenter and Johnson 1983 , Gardner et al. 1986 , Weinraub and Visscher 1998 , Afza and Nazir 2008 .
In their study on seventeen industrial groups of Karachi Stock Exchange Afza and Nazir (2007) found that working capital investment and financing policies are significantly different across different industries and an aggressive investment policy is go together with aggressive financing policy. They also found a negative relation between degree of aggressiveness of investment and financing policies with firm's profitability.
In the light of the above discussion, the present study expects negative relationship between length of CCC and profitability and a positive relationship between the degree of aggressiveness and the profitability of the firms. The main hypotheses to be tested in this study are as follows: 
DATA AND METHODOLOGY
The study based on the secondary data collected from the financial statements of 157 non- Among these variables, sale and total assets are used as a measure of firm size, account receivable days, inventory days, and account payable days are the measures of firm's cash conversion cycle and return on equity and return on asset are used as a measure of firm's profitability. On the other hand current asset ratio shows the liquidity position of the firms. The working capital policies of the firm are classified as working capital investing policy and working capital financing policy.
Working capital investing policy:
The firm's working capital investing policy may be aggressive or conservative. The working capital investing policy of the firm is the ratio of the total current asset to its total assets. The degree of aggressiveness depends on the strength of the ratio. If this ratio is lower, it means firm has adopted aggressive investment policy and utilizes less proportion of liquid assets or keeps low amount of cash in hand and if the ratio of current asset to total asset is higher, it will indicate the conservative investment policy of the firm.
Total Current Assets INV = Total Assets
Where INV means working capital investment policy of the firm
Working capital financing policy:
On the other hand the working capital financing policy of the firm is the ratio of firm's current liabilities to its total assets. If the ratio of total current liabilities to total assets high, it means firm is following aggressive financing policy and vice versa. In aggressive financing policy, firm uses more portions of current liabilities and fewer portions of long term debts. The greater mean value of CCC shows that companies producing household goods remained fail to shorten their CCC. This highest CCC shows that these companies store their inventory for longer time period with an average of 161.044 days and take more time in the collection of payments from their customers with an average of 37.807 days. But in this case the average collection days of personal goods industry are higher than their average payment days to suppliers. The resultant of highest CCC of this industry is only due to the high inventory days.
Total Current Liabilities

EMPIRICAL ANALYSIS a) Descriptive Analysis
This analysis indicates that personal goods industry has difficult time in Pakistan and need to revise its business policies.
The mean values of the firms' investment policies and financing policies indicate that on average firms are following aggressive investment policies and conservative financing policies. As the average ratio of total current assets to total assets of these 12 industrial groups is below 0.5 which shows that firms are following aggressive investment policies while the ratio of total current liabilities to total assets which is also below 0.5 shows that firms are following conservative financing policies. The mean values of ROA and ROE indicate that on average industries have very low 0.005 returns on assets and negative growth rate. The average ROE of 12 industrial groups is -0.044 which means firms are facing serious growth problems and have very low returns on investment.
b) ANOVA Results
The results of analysis of variance will help to test the hypotheses which are used to explain the relationship CCC with working capital management policies, firm size and profitability.
Hypothesis 1:
There are no differences among the length of cash conversion cycle of firms across different industries In order to test the first hypothesis and to investigate whether the industries significantly differ from each other in terms of size of CCC, one-way ANOVA analysis with test of Least Significant Differences (LSD) from Post-Hoc tests was conducted. On the basis of results of oneway ANOVA with resulting value of F-test 2.327 that is significant at 5% level as shown in the Table- 2. The hypothesis is rejected and it is concluded that significant differences exist among industries in terms of their Length of CCC. To find out where these differences exist the post hoc test of Least Significant differences is conducted that shows that oil and gas industry differs significantly from all other industries. Furthermore, the results also indicate that significant differences lie among the personal goods, cement, electricity and industrial engineering.
Hypothesis 2:
There are no differences among the working capital investment policies of firms across different industries
One-way ANOVA has also been applied to test our second hypothesis. which is Significant at 5% shows that significant differences exist among industries in terms of their working capital financing policies. To find out where these differences exist a post hoc Least Significant Difference (LSD) test has also been applied to compare the industry mean values of financing policies on a paired sample basis. Out of 66 pairs 5 differs from each other at 5% level of significance. So, on the basis of above results this hypothesis is also rejected and it is concluded that again significant differences exist among industries in terms of their working capital financing policies.
c) Correlation Results
Correlation matrix is constructed to investigate the relationship between Cash Conversion Cycle, Profitability measures, Current Asset Ratio, total assets, sales revenue and industries investing and financing policies and to test our hypothesis from 4 to 6.
Hypothesis 4: An aggressive investment working capital policy is not accompanied by a aggressive financing policy
The results of correlation matrix in table-5 show that there is a significant positive relationship between the ratio of TCA/TA (INV) and TCL/TA (FIN) at 1% level of significance, which means higher current asset to total assets ratio is accompanied with higher Current liabilities to total assets ratio. So, this hypothesis cannot be rejected because on the basis of correlation results lower the INV ratios (means aggressive working capital investment policy) lower the FIN ratio (Means conservative working capital financing policy). This result is contradicting with that of Afza and Nazir (2008) in which they concluded that an aggressive WCM investment policy is accompanied with an aggressive WCM financing Policy.
Hypothesis 5:
There is no relationship between firms' CCC and profitability
It is obvious from table-6 the regression results that ROA is one the determinants of CCC at 1% significant level. ROA and CCC are positively related with each other. So on the basis of regression results we can conclude that profitability is one of the determinants of CCC, hence hypothesis 5 is rejected. This result is in accordance with the findings of Uyar A. (2009) , who also found a significant but negative relationship between the length of CCC and Firms' profitability (ROA). So it is concluded that firms having more profitable operations tend to have shorter longer CCC to maintain their profit levels.
Hypothesis 6:
There is no relationship between CCC and firm size.
From the regression results presented in table-6, it is obvious that firm size as measured by natural log of sales has no significant relationship with CCC. This result is contradicting with that of Uyar A. (2009) , who found a significant negative relationship between the length of CCC and Firms' Size.
Apart from this it is obvious from the regression results that both working capital investment and financing policies have significant relationship with CCC. Working capital investment policy has a significant positive relationship with CCC at 1% level, which means firms having an aggressive working capital investment policy ted to have shorter CCC and vice versa. Working capital investment policy has a significant negative relationship with CCC at 1% level of significant. Which means firms have an aggressive working capital investment policy also tend to have shorter CCC and vice versa.
CONCLUSION
The present study, conducted on listed companies of Karachi Stock Exchange (KSE), presents the average values of CCC, the TCA/TA ratio, and TCL/TA ratios. It is concluded that there exist a significant difference among the industries with respect CCC, INV policy and FIN policy.
The results of the study show that oil and gas industry have shortest CCC and it differs significantly from all other industries. Other important finding with respect to CCC is that the Personal Goods sector has the longest CCC. The present study also investigates the relative relationship between the Working capital investment and financing policies for twelve different industrial sectors and found that industries differ significantly with respect to their working capital investment and financing policies. The positive and significant correlation between the investment and financing policies for industries indicate that industries which pursue aggressive investment working capital policies tend to follow conservative working capital financing policies. These results are consistent with that of findings of Weinraub and Visscher (1998) that showed a negative correlation between the asset management policies and financing policies.
Moreover, it is found that there exist a significant negative relationship between the firm size (measured by Total Assets) and the length of CCC. Hence it is concluded that large firms have shorter CCC and vice versa. This finding is consistent with that of Moss and Stine (1993) and Uyar A. (2009 
